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701—213.24(423) Sale, transfer or exchange of tangible personal property or taxable enumerated
services between affiliated corporations.

213.24(1) In general. The sales price of the sale, transfer or exchange of tangible personal property
or taxable services among affiliated corporations, including but not limited to a parent corporation to
a subsidiary corporation, for a consideration is subject to tax. A bookkeeping entry for an “account
payable” qualifies as consideration as well as the actual exchange of money or its equivalent. The sales
price of transactions between affiliated corporations may not be subject to tax where it can be shown that
the affiliated corporations are operating as a unit within the meaning of Iowa Code sections 423.1(32)
and 423.1(46).

213.24(2) Affiliated corporations acting as a unit. If an affiliated corporation acts as an agent for
another affiliated corporation in a transaction listed in 213.24(1), the corporations may be considered as
acting as a unit. There may not be taxable transactions between the affiliates, but this does not create an
exemption for the purchase of tangible personal property or taxable services.

EXAMPLE. Corporation A and Corporation B are affiliated corporations. Corporation A is in the
business of negotiation, arbitration, and mediation. Corporation B runs a fleet of taxis. Corporation A
acts as Corporation B’s agent in negotiating a contract between B and an outside third party C for C to
do all of B’s vehicle repair at a very favorable price. In spite of a bookkeeping entry listing a sale of
the contract for repair from A to B, in securing the contract, the corporations have “acted as a unit,” and
the “sale” from A to B is not subject to Iowa tax. However, any payments from A to C or from B to C
in return for C’s performance of taxable vehicle repair would be subject to tax, and C must collect Iowa
sales tax on the sales price of those services.

This rule should not be equated with the unitary business concept used in corporation income tax
law.

This rule is intended to implement Iowa Code sections 423.1(32) and 423.1(46).


